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THE WHITE HOUSE 

WASHINGTON 

June 9, 1976 

MEMORANDUM FOR ECONOMIC POLICY BOARD 
EXECUTIVE COMMITTEE MEMBERS 

FROM: WILLIAM F. GOROG ~ 
SUBJECT:. Esch/Kemp Job Creation Legislation 

Congressmen Esch, Kemp and others have drafted a proposed alternative 
to H. R. 50 (Humphrey-Hawkins) to be offered as a substitute when the 
bill is brought up in the House -- probably after the Democratic 
National Convention in July. 

The Esch/Kemp proposal contains the following add-ens to our package 
of existing Administration proposals: 

o 11 Zero budgeting", involving a four-year phased 
review of all Federal program authorizations with 
first-year priority on employment and training 
programs, a complicated system of GAO reports 
and audits, and mandated MBO budgeting by OMB. 
Also, Treasury would develop a consolidated financial 
report for the U.S. using accrual accounting. 

o A 4 percent decrease in the corporate tax rate phased 
over three years (2, 1, and 1 percent). 

o A boost in the investm.ent tax credit to 12% across the 
board, plus an additional 1% for contributions to 
employee stock ownership (ESOP) plans. 

o Extension nationwide of our accelerated depreciation 
program for high unemployment if found beneficial 
by Treaf)ury upon evaluation. 

o A special capital recovery amortization schedule providing 
for five-year accelerated double declining balance depreciation 

for equipment and ten-year accelerated double declining 
balance depreciation for buildill:gs. 
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· o One-year amortization of pollution control facilities. 

o A 10% tax credit (with maximum limit of $1,000, 
$2, 000 for joint returns) for increased personal 

savings. 

·o A year-round youth employment program pluses­
tablishment of a Youth Conservation Corps. 

o An employment tax credit program partly de.pendent 
on unemployment rates. 

Attached are memoranda from Treasury (Tab A) and OMB (Tab B) 
commenting on the tax and fiscal policy impact of the proposal as 
now drafted. 

Attachments 





DEPARTMENT OF THE TREASURY 

WASHIN G TON . D .C . 20220 

ASS ISTANT SECRETARY 

HEMORANDUM TO: 

FROM: 

SUBJECT: 

Economic Policy Board 
Executive Committee 

Charles ~1. Walker ~ 
Esch-Kemp Bill 

JUN 9 1976 

This memorandum is an analysis of the revenue effects 

over the next 5 fiscal years of the draft Esch-Kemp Bill, 

which combines pending Administration tax proposals with a 
number of additional capital formation proposals. 

The revenue cost of the total package is enormous. 
After taking into account the effects on the economy, the 
total cost would be $48 billion in Fiscal Year 1977 and $83 

billion in Fiscal Year 1981, which are, respectively, $20 

billion and $26 billion more than the cost for pending 
comparable Administration proposals. 

The revenue estimates for the Esch-Kemp Bill have first 

been estimated using income levels consistent with Troika 

projections (line 1 of Table 1, the detail of which is shown 

in Table 2). These Troika projections underlie the President's 

proposed tax cuts for Fiscal Year 1977. However, the tax 

cuts in the Esch-Kemp Bill substantially exceed those 

recommended by the President, by more than $25 billion in 
Fiscal Year 1977 alone. The proposed additional tax cuts 

can therefore be expected to generate substantially higher 

levels of nominal GNP as a result of which there will be 
some offsetting revenue pick-up by the Treasury (line 2). 
The last line of Table 1 indicates the net reduction in 

receipts beyond the President's tax cuts and job creation 

proposals after taking into consideration offsetting 
revenue gains. 

It should be noted that no judgments are rendered here 

on the division of nominal GNP between real income changes 

and price changes. However, massive tax cuts such as those 

recommended here should substantially increase inflation in 


















































